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China’s rapid growth is considered to be on the highly cost of resource and 
environment. With the severe environmental problem attracting more attention, the 
Chinese government has been attaching great importance to improve energy 
conservation and emission reduction with environmental-economic means, and reach a 
consensus on collecting the environmental tax. The environmental tax legislation is 
actively improved by the Ministry of Finance, the Ministry of Environmental Protection, 
and the State Bureau of Taxation. The draft of Environmental Taxation Law has been 
submitted to the State Council, and added into the state legislation yearly plan. This 
shows that the environmental tax has been the inevitable method to regulate 
environmental pollution. However, establishing the environmental tax system is 
complex, which is not only refer to the impact on environment and economy, but also 
tightly connect with the society welfare and income distribution. People concern that 
the environmental tax is regressive, and doubt the existence of Double Dividend. 
Therefore, there is theoretical significance as well as practical significance to establish 
a model framework available to simulate the actual condition of China to study the 
policy impact of implementing environmental tax in China. 
Under this background, this dissertation focuses on the impact of collection 
environmental tax in China on the basis of rich literature at home and abroad, and the 
real situation of China as well. Firstly, the quantitative analysis is applied to study the 
optimal environmental tax rate and its dynamic adjustment, with the double constraint 
of economic growth and emission reduction. And then this dissertation 
comprehensively study the impact of different environmental tax implementing scheme 
on environment, economy, social welfare and distribution. To achieve this objective, 
this study establishes a heterogeneous dynamic general equilibrium framework, taking 
individual heterogeneity, the externality of pollution, private and public abatement, 
















analyze the policy impact in terms of environment, economy, employment, social 
welfare and distribution. By comparing the different consequences of different reform 
scheme, this study provides support for policy proposal. 
This study shows that a dynamic adjustment system should be established with 
constrains of pro-growth and pro-environment. At the initial stage of collecting 
environment tax, the optimal tax level is low, and then is gradually increasing until 
reaching the peak at forty-seven period. The results of simulation show that the 
environment tax is pro-cyclical, the whole level is higher when the economy is growing 
at a rapid speed, while lower when the growth speed decreases. Considering that China 
is still a developing country with dual mission of pro-growth and decreasing emission, 
environmental tax policy should balance economic growth and environmental 
protection and design a dynamic adjustment mechanism. 
In terms of intra-generation impact of environmental tax policy, the reform 
schemes meeting the tax-neutrality principle have less negative impact than the tax-
increasing reform schemes on output, employment and social welfare. Besides, when 
environmental tax is used to decreasing the payroll tax rate, the negative impact of 
collecting environmental tax on employment can be relieved, and even achieve the 
employment double dividend when environmental tax rate is high. When 
environmental tax is used to decreasing the capital tax rate, the negative impact on 
capital accumulation and total output can be ease up. When environmental tax is used 
to decreasing consumption tax and the tax rate is low, the loss of social output, 
consumption and total welfare is minimum with obviously increasing employment. In 
the view of welfare distribution, the schemes in which tax revenue used to public 
abatement and decreasing consumption tax rate is harmful to social fairness, as low-
efficiency (low-income) families have to bear more welfare loss than high-efficiency 
(high-income) families. On the other hand, environmental tax revenue being used to 
increase budget revenue, or to decease capital tax and payroll tax have positive impact 
on social welfare distribution. Overall, the low-efficiency (low-income) workers are 















policies to assist low-income families is necessary as the international practice shows. 
In terms of inter-generation impact of environmental tax policy, the environmental 
tax policy will cause welfare loss of future generation, even though environment is 
improved substantially. Only with the recycling way of decreasing consumption tax and 
with low tax rate, Environmental tax reform cost can decrease in the future generation, 
and benefit for social fairness. If the environmental tax rate is high, the cost of 
implementing environmental tax policy is higher, higher loss the future generations 
have to bear. Overall, taking into account the impact on environment, economy, welfare 
and distribution, the recycle ways of deceasing consumption tax is the preferred reform 
scheme. 
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